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Extended Warranties Now Subject to Sales Tax

Engrossed Substitute House Bill (ESHB) 2314 (Chapter 514, Lawsof 2005), expandsthe definition of retail
salesto include sales of extended warranties. TheeffectivedateisJuly 1, 2005.

Definition
Anextended warranty isan agreement for aspecific period of timeto replace or repair tangible persona
property at no additional chargeor areduced charge, or to compensatefor alossby replacing or repairing

tangible personal property.

Sales of Extended Warranties

Retail Sales
When an extended warranty issold to aconsumer, retail salestax appliesonthe chargefor thewarranty. The
chargeisreported under theretailing classification of the B& O tax.

Extended warranties sold in Washington to consumersare subject to salestax evenif the sale of thetangible
personal property may beexempt. For example, equipment used directly in amanufacturing operation isexempt
from salestax. However, an extended warranty associ ated with the equi pment i s subject to salestax.

Wholesale Sales
Extended warranties sold for resale are whol esal e sal es and subject to B& O tax under thewholesaling
classfication.

Third Party Sales
Amountsreceived ascommission for selling awarranty of athird party warrantor are subject to B& O tax under
the serviceand other activitiesclassification.

Repairs Made Under an Extended Warranty

Additional Charges for Repairs Not Under Warranty

When arepair ismade by thewarrantor, B& O tax appliesto any additional charge made by thewarrantor to
the consumer. Theadditional chargeisreported under theretailing classfication of theB& O tax. Theretall
salestax must also be collected.
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Warrantor PurchasingParts

When awarrantor purchases partsto be used in satisfying an obligation under an extended warranty, the
purchases are made at wholesale and retail salestax and usetax do not apply when thewarrantor givesthe
sdller aproperly completed resde certificate.

Third Party Repairs

When aperson other than thewarrantor makesarepair for thewarrantor, the person making therepair is
making awholesalesaleof therepair serviceto thewarrantor. The person doing therepair istaxable under the
wholesaling classification of theB& O tax.

Thetax treatment of repairs, asexplained above begins July 1, 2005, even though the extended warranty may
have been purchased before the effective date.

Place of Sale

Theplace of saleof an extended warranty isat the businesslocation of theseller if the buyer receivesthe
extended warranty at that location. If the purchaser doesnot receivethewarranty at thelocation of the business,
theplace of sadleisthebuyer’slocation.

Consumer Use Tax Information

Generdly, usetax gpplieswhen aconsumer purchases an extended warranty without paying salestax. Theuse
tax appliesupon thefirst use of thetangible personal property within this state associated with the extended
warranty (if thefirst useison or after July 1, 2005).

Exemption from Use Tax

Thereisan exemption from usetax for extended warranties on household goods, personad effects, and private
automobilesused by Washington residents or nonresi dent membersof the armed forces stationed inWashington
if:

¢ itemswere used by that person asaconsumer in another state whilethat person resided thereand
< acquisition and use occurred morethan 90 daysprior to thetimethat person entered Washington.

Reporting Use Tax
For registered businesses, the usetax isreported on the excisetax return. Other personsshould usethe
Consumer Use Tax Return available on our web siteat http://dor.wa.gov/.

For More Information
Contact our Telephone Information Center at 1-800-647-7706 for moreinformation.

To inquire about the availability of this document in an alternate format for the visually impaired,
please call (360) 705-6715. Teletype (TTY) users please call 1-800-451-7985.



